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Abstract:  
The monetary issue is a current one, given the fact that now, through this component of the economic 
policy, the monetary authority of each state tries to solve the problems considered essential for each economy 
separately.  Through  this  article  I  will  try  to  capture  the  main  changes  that  have  been  made  regarding  the 
implementation of the monetary policy of the NBR following the international financial crisis. The fact is that the 
National Bank of Romania’s approach has changed, in the sense that the objective of targeting the inflation has 
become a secondary one and the actions for supporting the economy and the Romanian banking system have taken 
the first place. Thus, we showed that approaches of the National Bank of Romania before and after the financial 
crisis. Thus, we observed the opposite sense in using the main monetary policy instruments, namely encouraging 
liquidity absorption from the market before 2008, through practicing high levels of the reference rate and of the 
minimum mandatory reserves and through encouraging the liquidity provision in the market after 2008 by gradually 
reducing  the  benchmark  interest  rate  and  the  mandatory  reserve  ratio.  At  first  sight  the  purpose  of  this  new 
approach is obvious, namely credit growth for an economic recovery. This is possible under the conditions that 
these loans are addressed to the corporations directly productive that can contribute to achieving this goal. In 
Romania, however, these measures had as a result a significant increase of the loans granted to the state, an aspect 
that contributes to indebtedness of the economy and not to its recovery. 
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1.  Introduction 
 
The monetary policy in an economy has a very important role because through it the monetary authority in 
each country directs all its efforts to resolve problems faced by each economy using the available monetary means. 
In the first part of this article, I will briefly address some theoretical elements of the monetary policy, then I will 
address the main elements of monetary policy of the NBR before the outbreak of the international financial crisis 
and thereafter. Finally I will try to capture the results occurring from the changes in the monetary policy approach of 
NBR, and the extent to which these results were expected. 
 
2.  General aspects of monetary policy 
 
The monetary policy is an essential component of the economic policy and consists of all actions that can 
be performed by the monetary authority over the monetary mass and over certain financial assets in order to correct 
or direct the short or medium time economy. Through the specific measures that it is promoting, the monetary 
authorities are trying to regulate the aggregated demand level from the economy, influencing the liquidity, the 
granting conditions and the availability of the credit in the economy [4].  
The monetary policy concept is a new one, it started to take shape after the abandonment of the mechanism 
of self-regulation of the monetary mass, namely abandoning the fact that the currency had coverage in precious 
metals. In 1929 appears the first manifestation of monetary policy through which the Federal Reserve System uses 
political economy tools in order to alleviate the effects of the economic crisis and to help the economy get out of 
recession. 
The monetary policy can be defined as the assembly of the Central Bank interventions or of the monetary 
authorities that is carried out on the liquidity of the economy, in order to contribute, by using the techniques and 
monetary  tools,  to  achieving  the  objectives  of  the  economic  policy.  Of  the  most  common  objectives  that  the 
monetary policy promotes are included [3]: 
-  ensuring a balanced economic growth; 
-  full employment of labor; 
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-  establishing prices; 
-  ensuring equilibrium of the external payments balance. 
Choosing an objective of monetary policy by the central authority and the tools that are going to be used 
for achieving that objective is made by focusing on a particular monetary policy strategy. 
When we say monetary policy strategy we refer to a set of criteria and procedures underlying the adoption, 
implementation  and  communication  of  decisions  of  the  monetary  authorities  with  the  purpose  to  achieve  the 
fundamental objective of the monetary policy [3]. Monetary policy strategies are divided into indirect strategies that 
aim for the exchange rate, the interest rate, the monetary direct assets and into direct strategies of monetary policy, 
which are found more often in the current period, mainly based on targeting the inflation. Through this strategy, the 
monetary authority aims to achieve a certain level of inflation in a given time horizon and uses the monetary policy 
tools to achieve that targeted level. Furthermore, the monetary authority must ensure transparency in all steps taken 
and also take responsibility in the event that the inflation targeting objective was not achieved. These aspects make 
it easy for this strategy to be easily understood not only by the actors involved in running it, but also by the general 
public. Of course, the inflation targeting strategy presents certain disadvantages related to the possibility of reducing 
the growth rate  when the central bank promotes a restrictive  monetary policy aimed at gaining credibility and 
showing strong commitment towards price stability and fluctuations that may arise as a result of the high degree of 
openness for the emerging economies, fluctuations that may hinder achieving the proposed objective. 
The monetary policy instruments represent the specific means by which the monetary authority acts in 
order to achieve its fundamental objective [1]. Through these instruments it is intended to observe the influence of 
the money mass and of the interest rate. 
The monetary policy instruments are divided into two categories [2]: 
• indirect instruments are used by the central bank in its dealings with other banks and with the non-
financial agents. These include tools that allow control over the cost and over the amount of central currency. In 
these instruments are included: 
-  the  monetary  market  operations  (open-market  operations)  that  are  mainly  consisted  of:  cash 
injection  repos,  reverse  repo  operations  of  liquidity  absorption,  credit  granting,  attracting 
deposits, issuance of deposit certificates, foreign exchange swaps, the monetary authority uses a 
certain type of instrument according to the liquidity absorption or injection purpose which it 
proposes; 
-  the mandatory minimum reserves (MMR); 
-  the permanent facilities granted to credit institutions. 
• direct instruments are those instruments of monetary policy through which the central bank exerts a 
direct control over interest rates and over the exchange rate (price control) or over the size of deposits and loans 
(quantitative control). 
There are currently more commonly used the indirect instruments of monetary policy. These are considered 
to be more complex instruments of monetary policy, which is why they produce the desired effects in an economy 
characterized by a mature banking system. I refer here mainly to the open-market operations that can be performed 
only if there is interest from the financial institutions that participate in the monetary policy operations. In contrast, 
the mandatory minimum reserves have a coercive character, the central bank managing to achieve a change of the 
monetary mass in a relatively short time simply by changing their rate. 
 
3.  The monetary policy of the NBR before the onset of the international financial crisis 
 
After the NBR switched from a centralized economy to a market economy, according to Law no. 312/2004 
on the status of NBR, the fundamental objective of the National Bank of Romania is to ensure and maintain price 
stability, and the main task is to develop and implement the monetary policy. In order to achieve its fundamental 
objective, the central bank sets the monetary policy strategy and decides over the instruments and procedures that it 
uses to implement the monetary policy. 
The monetary policy strategy of the NBR is aiming directly at inflation which has been adopted in august 
2005  after  completing  a  training  process,  whose  final  stage  was  creating  and  testing  the  functionality  of  the 
economical analysis and decision framework of the monetary policy specifically for directly targeting the inflation. 
The mission of the National Bank is not easy at all given the current economic context, marked by the 
global financial crisis, taken into consideration the fact that through the operational framework of the monetary 
policy,  the  NBR  aims  to  achieve  its  fundamental  objective  (price  establishment),  strengthening  the  nominal 
convergence criteria on the inflation rate and not least, reviving the bank lending activity, which was significantly 
affected by the current financial crisis. In table no. 1 I highlighted based on the data provided by the annual reports 
of the NBR how the inflation rate has evolved against the targets proposed by the NBR over the period 2005-2011 
and to what extent the proposed objective has been achieved. 
The  inflation  targets  are  expressed  in  terms  of  annual  change  of  the  consumer  price  index  and  are 
established as a focal point framed by a variation interval of ± 1 percentage points. 
207Annals of the „Constantin Brâncuşi” University of Târgu Jiu, Economy Series, Issue 3/2012 
 
 
„ACADEMICA BRÂNCUŞI” PUBLISHER, ISSN 1844 – 7007 
 
 
Table no. 1  The evolution of the inflation rate against the established targets of the NBR over the period 
2005-2011 
 Year  The proposed targeted inflation  The inflation date recorded at the end of the 
period 
2005  7,5% ±1 procentual points  8,6% 
2006  5,0% ±1 procentual points  4,9% 
2007  4,0% ±1 procentual points  6,6% 
2008  3,8% ±1 procentual points  6,3% 
2009  3,5% ±1 procentual points  4,74% 
2010  3,5% ±1 procentual points  7,96% 
2011  3,0% ±1 procentual points  3,14% 
Source: My own processing taking  into consideration the Annual Reports of the BNR from 2005-2011 
regarding inflation 
 
As can be seen, the NBR managed to meet its inflation targeting objective only in 2006 and 2011. Failure 
to meet the inflation target was often a consequence of some decisions taken by the other decision-making bodies of 
the state that have contravened the objective of monetary policy, or a consequence of some unfavorable cyclical 
events in maintaining price stability. 
The main channel of transmission of the monetary policy of the NBR is the monetary policy interest rate, 
namely the interest rate at which the open market operations are conducted. So the NBR, when it wants to imprint a 
certain trend of increasing or decreasing the crediting, respectively the monetary mass in circulation, it proceeds to 
increasing or decreasing this rate. The monetary policy interest rate is the rate at which the commercial banks 
borrow from the NBR; its level will influence the level of the interest rates practiced by the commercial banks to the 
products granted to their customers. From this perspective, we analyzed, based on the annual reports of the NBR, the 
monetary policy interest rate developments before and after the outbreak of the financial crisis, in order to show the 
different approach of the National Bank of Romania in different economic contexts. 
Thus, during 2005 - 2008, according to the data shown in Table no. 2, there is an increase of the monetary 
policy rate of the NBR from 7.5% in December 2005 to 10.25% in December 2008. The objective of this increase is 
the  constant  attempt  of  the  NBR  to  achieve  the  proposed  targeted  inflation  by  reducing  the  money  mass  in 
circulation. This was done by trying to discourage crediting determined by practicing some rates of higher interest. 
 
Table no. 2 The evolution of the monetary policy interest rate of the NBR 2005-2008 
Period  The monetary policy interest rate 
December 2005  7,50% 
December 2006  8,75% 
December 2007  7,50% 
December 2008  10,25% 
Source: My own processing after the Annual Reports of the NBR 2005-2008 
 
To ensure a minimal liquidity, each credit institution is bound to have at the central bank, NBR, mandatory 
minimum reserves, thus existing a transfer of resources from the deposit banks to the issuing bank. Below it is 
shown the evolution of the mandatory minimum reserve ratio before the outbreak of the crisis both in domestic and 
foreign currency. 
 
Table no. 3 The evolution of the mandatory minimum reserves of NBR 2005-2008 
The rate of the mandatory minimum reserves (MMR)  Period 
In Lei  In foreigh currency 
December 2005  16%  30% 
December2006  20%  40% 
December2007  20%  40% 
December 2008  20%  40% 
Source: My own processing after the Annual Reports of the NBR 2005-2008 
 
Thus I have highlighted out both an increase in the interest rates and also the mandatory minimum reserves, 
all these changes are aimed at restricting the liquidity from the banking system and discouraging the lending through 
a high level of interest in order to achieve the inflation target proposed each year, starting with 2005 until 2008. 
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4.  The monetary policy of the NBR after the outbreak of the international financial crisis 
 
The international economic and financial crisis started in the form of some turbulence in certain sectors of 
the financial system in mid-2007 in the U.S., and has led to the bankruptcy of some enterprises and banks, to raised 
unemployment, to financial losses of the investors and to granting by the government authorities of some important 
sums to prevent the collapse of the banking system. 
The effects of the international financial crisis have also extended to the Romanian economy starting with 
the year 2008. However, in terms of direct impact, the banking system was not as affected as the one in the U.S. and 
in other accidental countries; because it was not so exposed to toxic assets and also because of the prudential and 
administrative measures adopted over time by the National Bank of Romania. 
Indirectly, however, the international financial crisis and especially its obvious consequence (the recession 
in the developed countries) expanded over the Romanian economy on multiple channels also. In the commercial 
channel, it slowed the growth or even reduced the exports. In the financial channel, it has limited the access to 
external financing and thus it has restricted the lending volume, and has generated difficulties in paying the private 
external  debt.  In  the  exchange  rate  channel,  reducing  external  financing  reflected  in  the  national  currency 
depreciation. In the confidence channel a retreat of the investors from the Eastern European countries took place. 
Finally, in the wealth and balance sheet channel, damage occurred in the net assets of the people and companies, due 
to the large share of loans in foreign currency (related with the depreciation of the “Leu” currency) and due to the 
decrease of the movable and immovable assets prices. In these circumstances, the attention of the central bank NBR 
is directed towards attempting to support the economy for its recovery through a different approach of the monetary 
policy from the perspective of the used tools. 
The main changes that have been made in monetary policy refer to the downward trend of the monetary 
policy rate (table no. 4). Thus, if at the end of the year 2008, the monetary policy rate was 10.25%, it has now 
reached the level of 5.25%, a level that has not changed since March 2012. 
 
Table no. 4 The evolution of the monetary policy interest rate of the NBR between 2008-March 
Period  The monetary policy interest rate  
December 2008  10,25% 
December 2009  8% 
December 2010  6,25% 
December 2011  6% 
March 2012  5,25% 
Source: My own processing after the Annual Reports of the NBR 2008-2011 and  according to the actual 
data from the NBR website: www.bnro.ro 
 
These changes, with opposite meaning to those made before the crisis, reflect an attempt of the NBR to 
raise the level of the sources offered to the commercial banks in order to encourage credit lending by them to their 
customers with the purpose of reestablishing the confidence in the banking system necessary for economic recovery. 
It may be noted that during this period, the objective of aiming for inflation becomes a secondary one, even if 
Romania is not currently experiencing with a high inflation situation. This aspect is not a result of the NBR actions 
(which anyway are not compatible, in terms of the theoretical effects that they produce with this objective) or of 
some circumstances favorable for reduced prices. However, the question arises to what extent the current level of 
inflation (July 2012 / July 2011 - 3%) is sustainable in the medium and long term and to what extent once with the 
return of the Romanian economy can it be maintained at a targeted level. 
Regarding the mandatory minimum reserves ratio, the trend here is also opposite to the one manifested 
before the outbreak of the financial crisis, in the sense that the NBR has decided to considerably reduce them in 
recent years, especially those for foreign currency liabilities (table no. 5). This decrease of the MRR falls into the 
category of the NBR actions for providing liquidity to commercial banks in order to encourage lending. 
 
Table no. 5 The evolution of the mandatory minimum reserves ratio of the NBR 2008-2011 
The mandatory minimum reserves ratio (MMR) 
Period 
In Lei  In foreign 
currency 
December 2008  20%  40% 
December 2009  15%  25% 
December2010  15%  25% 
December2011  15%  20% 
Source: My own processing after the Annual Reports of the NBR 2008-2011 
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Regarding  the  open-market  operations  used  by  the  NBR,  we  can  also  notice  here  a  change  after  the 
outbreak of the financial crisis, in the sense of mainly using the liquidity providing operations rather than those for 
liquidity  absorption,  as  it  was  before  the  crisis.  Thus,  in  Table  no.  6  we  presented  the  evolution  of  the  main 
monetary market operations used by the NBR in the period 2005-2012. 
 
Table no. 6 The evolution of the main operations used by the NBR in the period 2005-2012 
 
REPO OPERATIONS (LIQUIDITY INJECTION) 
Period  Maturity 
(days) 
Offered amount 
(mil.lei) 
Adjudecated 
amount 
(mil.lei) 
The rate of the 
accepted interest 
(%p.a.) 
2005  ￿  ￿  ￿  ￿ 
2006  ￿  ￿  ￿  ￿ 
2007  7  1 099,7  500,0  7,50% 
2008  7  1 885,5  500,0  12,50% 
2009  6  9 472,9  9 472,9  8% 
2010  7  627,9  627,9  7% 
2011  8  6 711,0  6 711,0  6% 
REVERSE REPO OPERATIONS (LIQUIDITY ABSORBTION) 
Period  Maturity 
(days) 
Offered amount 
(mil.lei) 
Adjudecated 
amount 
(mil.lei) 
The rate of the 
accepted interest 
(%p.a.) 
2005  ￿  ￿  ￿  ￿ 
2006  ￿  ￿  ￿  ￿ 
2007  ￿  ￿  ￿  ￿ 
2008  ￿  ￿  ￿  ￿ 
2009  4  1 752,8  1 714,5  8,50% 
2010  ￿  ￿  ￿  ￿ 
2011  ￿  ￿  ￿  ￿ 
 
Source:  My  own  processing  after  the  statistic  section  from  the  website  www.bnro.ro, 
http://www.bnr.ro/Operatiuni-de-piata-monetara--3908.aspx 
 
 
After analyzing the open-market operations used by the NBR, I have reached two conclusions: 
·  the liquidity absorption operations were mainly used before the outbreak of the financial crisis, 
period during which the main objective was to reduce the inflation rate and then, after the outbreak 
of  the  crisis,  using  the  liquidity-providing  operations,  given  the  existent  need  of  the  banking 
system and the attempt to revive the bank lending; 
·  a reduced use of the open market operations. It can be seen that in most cases the amount awarded 
is  not  equal  to  the  amount  offered,  and  often  the  difference  between  the  two  amounts  is 
considerable, this being due to the fact that commercial banks do not always respond to tenders 
offered by the NBR. 
Given the aspects presented, we can say that the monetary policy of the NBR focuses mainly on using 
gross instruments such as the mandatory minimum reserves, which produce the desired effects over the monetary 
mass in a relatively short time, given their coercive nature and less on the delicate operations such as the repo, the 
ATTRACTING DEPOSITS (LIQUIDITY ABSORBTION) 
Period  Maturity 
(days) 
Offered amount 
 (mil.lei) 
Adjudecated 
amount 
(mil.lei) 
The accepted interest 
rate (%p.a.) 
2005  32  3 610,0  2 000,0  7,50% 
2006  30  8 379,4  1 500,0  8,75% 
2007  3  403,0  403,0  7,50% 
2008  7  305,0  305,0  10,25% 
2009  6  2 685,0  2 685,0  8% 
2010  7  6 045,0  500,0  6,25% 
2011  7  7 793,0  500,0  6,25% 
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reverse repo or the deposit attraction operations, which involve effects that occur in the medium term and that 
absolutely involve a reaction from the credit institutions. 
On the other hand we have repeatedly emphasized that the meaning of the operations has radically changed 
once the onset of the crisis, mainly using the liquidity-providing operations rather than the ones used to attract 
liquidity.  The  monetary  policy  interest  rate  and  the  mandatory  minimum  reserve  ratio  were  also  diminished 
repeatedly after 2008, all of which were aimed at increasing liquidity in the Romanian banking system and at 
encouraging lending by commercial banks, needed for economic recovery. 
This raises the question to what extent these actions have produced the desired effects, and to what extent 
the additional liquidities and the cheaper access of the commercial banks to them were found in the loans granted for 
the  increase  of  the  economic  activity  by  lending  the  firms  and  the  households  or,  conversely,  were  found  in 
governmental loans, granted to cover budget expenses could not be sustained from budgetary resources, loans that 
do not produce surplus value needed for economic recovery. 
Structurally analyzing the aggregate asset of the commercial banks in Romania, we can thus observe that at 
the level of the Romanian commercial banks in the period 2005 - June 2011 we have seen a slight change in claims 
against corporations, however there has been a significant increase in claims over the governmental sector from 
1.9% of the total aggregate asset in 2005 to 17.1% in June 2011 (table no. 7). 
 
Table no. 7 The structural evolution of the aggregate asset of the commercial banks from Romania 
-  % from total asset - 
  2005  2006  2007  2008  2009  2010  June 2011 
Loans  on  the  domestic  non-
banking sector, from which: 
48,5  54,8  61,2  63,4  67,5  70,4  72,5 
·  Loans for the govermental 
sector 
1,9  1,6  3,7  5,0  12,7  15,8  17,1 
·  loans for corporations  30,2  30,8  29,9  29,2  27,3  28  29 
·  loans for population  16,4  22,4  27,6  29,2  27,5  26,6  26,4 
Source: Report over the financial stability, 2011, page 26, www.bnro.ro 
 
Therefore, it can be seen that the value of the credits granted to the government sector increased greatly, 
over the post-crisis period. I wanted to point out, through this fact that reducing the monetary policy interest rate 
cuts aimed at facilitating the access of the Romanian Government to credits, to more favorable interest necessary to 
overcome  the  difficulties  related  to  supporting  the  budgetary  spending  in  recent  years.  I  believe  that,  for  the 
Romanian economy it would have been much better if facilitating the access to credit by the NBR would have found 
effects in raising the crediting of the corporations and the people and to a lesser extent in increasing the indebtedness 
of the Romanian state. 
 
5.  Conclusions 
 
Following the analysis we have shown that the monetary policy of the NBR is not a constant one in the 
used actions and instruments but one adapted to the conjuncture context through which the Romanian economy is 
passing. Therefore, in this paper we have broadly showed the used instruments of NBR regarding the monetary 
policy starting with the year 2005 and until now and also the way in which the NBR conveys the monetary policy in 
the real economy.  Thus, I have noticed that the monetary policy changed after the onset of the crisis, trying to 
contribute to the economic recovery by boosting the lending. This goal was achieved in a lesser extent, from my 
perspective, because, with the decrease of the monetary policy interest rate decrease and the increase of the liquidity 
in the market by lowering the mandatory minimum reserves, the Romanian state had an easier access to credits, and 
thus it increased its indebtedness degree, under the conditions that the level of the credits granted to corporations, 
that can contribute to the economic recovery, it did not record considerable variations. 
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